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TO AUTHORIZE AND DIRECT THE POSTMASTER GEN- 
ERAL TO ESTIMATE CERTAIN EXPENSES AND LOSSES 
OF THE POST OFFICE DEPARTMENT 


THURSDAY, MARCH 7, 1957 


House or REPRESENTATIVES, 
CoMMITTEE ON Post Orrice anp CiIviL Sat 
Washington, D .C. 

The committee met at 10 a. m., pursuant to call, in room 213, Old 
House Office Building, Hon. Tom "Murray (chairman) presiding. 

The CuarrMAN. The committee will come to order. ; 

The committee first. will hold a hearing on H. R. 5206, a bill to 
authorize and direct the Postmaster General to estimate for each 
fiscal year certain expenses incurred by, and losses in revenues to, 
the Post Office Department, and for other purposes. 

(H. R. 5206 follows:) 


[H, R. 5206, 85th Cong., Ist sess.] 


A BILL To authorize and direct the Postmaster General to estimate for each fiscal year certain expenses 
ineurred by, and losses in revenues to, the Post Office Department, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Postmaster General is hereby authorized 
and directed to estimate for each fiscal year (a) the additional expenses expected 
to be incurred by the Post Office Department in transporting United States mail 
by foreign air carriers at a Universal Postal Union rate in excess of the rate pre- 
scribed for United States carriers; (b) the expenditures in excess of revenues in- 
curred by granting reduced fourth-class postage rates for books, films, and related 
material for educational use pursuant to sections 204 (d) and (e) of the Act of 
July 3, 1948, as amended (secs, 292a (d)—(e) of title 39, United States Code); and 
(c) the loss in postal revenue resulting from the transmission of matter in the 
mails fees of postage or at reduced rates of postage under the following, or similar, 
laws for which reimbursement is not otherwise received: 

(1) Subsection (a) (3) of section 5 of the Act of June 23, 1874, as amended (sec. 
283 (a) (3) of title 39, United States Code), relating to reduced rate of postage 
on newspapers or periodicals of certain nonprofit organizations; 

(2) Sections 5 and 6 of the Act of March 3, 1877, as amended (sec. 321 of title 
39, United States Code), relative to certain matter sent free through the mails; 

(3) Section 25 of the Act of March 3, 1879, as amended (sec. 286 of title 39, 
United States Code), and subsection (b) of section 2 of the Act of October 30, 1951 
(sec. 289a (b) of title 39, United States Code), relating to free-in-county mailing 
privileges; 

(4) he Act of April 27, 1904, as amended (sec. 331 of title 39, United States 
Code), relating to free postage and reduced postage rates on reading matter and 
other articles for the blind; 

(5) The Act of March 4, 1924 (43 Stat. 1359), granting franking privileges to 
Edith Bolling Wilson; 

(6) The Act of February 14, 1929 (see. 336 of title 39, United States Codey, 
ranting free mailing privileges to the diplomatic corps of the countries of the 
an American Postal Union; 

(7) The Act of June 16, 1934 (48 Stat. 1395), granting franking privileges to 

Grace G. Coolidge; 


1 








2 ESTIMATE EXPENSES AND LOSSES OF P. 0, DEPARTMENT 


(8) The Act of April 15, 1937 (sec. 293c of title 39, United States Code), grant- 
ing reduced rates to publications for use of the blind; 

(9) The Act of June 29, 1940 (sec. 321-1 of title 39, United States Code), 
granting free —t privileges to the Pan American Sanitary Bureau; 

(10) The Act of May 7, 1945 (59 Stat. 707), granting franking privileges to 
Anna Eleanor Roosevelt; 

(11) The second and third provisos of subsection (a) of section 2 of the Act 
of October 30, 1951 (subsec. (a) of sec. 289a of title 39, United States Code), 
granting reduced second-class postage rates to certain organizations; 

(12) The fifth proviso of section 3, of the Act of October 30, 1951 (sec. 290a-1 
of title 39, United States Code), granting reduced third-class postage rates to 
certain organizations; and 

(13) Section 302 of the Federal Voting Assistance Act of 1955 (sec. 2192 of 
title 5, United States Code), granting free postage, including free air-mail postage, 
to post cards, ballots, voting instructions, and envelopes transmitted in the mails 
under authority of the Federal Voting Assistance Act of 1955. 

Appropriations are hereby authorized to be granted to the Post Office Depart- 
ment from any money in the Treasury not otherwise appropriated to meet such 
estimated expenses and losses of revenue. Such appropriations shall be avail- 
able to enable the Postmaster General to pay into postal revenues at quarterly 
or other intervals such amounts as he shall determine to be necessary to reimburse 
‘the Post Office Department for such expenses and losses of revenue. 

Sxc. 2. The Act of June 9, 1930 (sec. 793 of title 39, United States Code), 
relating to certification of estimated amounts of postage that would have been 
collected on certain free or reduced-rate mailings, which the Postmaster General 
is required to make to the Secretary of the Treasury and to the Comptroller 
General of the United States, is hereby repealed. 

Sec. 3. This Act shall be effective July 1, 1957. 


The CuarrMan. This is an executive proposal submitted by the 
Post Office Department, which I introduced. 

The Post Office Department carries a number of types of mail 
matter and renders various services for the general welfare free of 
charge or at reduced rates. The cost and loss of revenue, which 
presently make up a substantial part of the postal deficit, properly 
should be excluded from postal costs—and from the ostal deficit— 
since in reality they represent expenses for the general public welfare 
rather than true postal costs. 

Under this legislation, the Post Office Department will continue to 
render these services free or at reduced rates in accordance with the 
laws and regulations, but appropriations will be authorized to reim- 
‘burse postal revenues for the losses, upon the basis of estimates of the 
Postmaster General for each fiscal year. The cost-ascertainment 
system will develop these estimates. 

This provision for transferring funds for these services from ‘the 
general fund of the Treasury to postal revenues will bring the character 
of these services clearly to public attention, whereas such costs pres- 
ently are hidden in the total postal deficit. 

The Post Office Department estimates that postal revenues will be 
increased by approximately $28 million by enactment of this legisla- 
tion. There will be no increased cost to the Government. The fiscal 
results of postal operations will be reflected on the books and financial 
statements of the Post Office Department and will show more ac- 
curately in the Department’s financial operating results. 

The first witness this morning is Deputy Postmaster General 
Maurice H. Stans. 

'. We will be glad to hear you, Mr. Stans. 
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STATEMENTS OF MAURICE H. STANS, DEPUTY POSTMASTER 
GENERAL, AND ABE McGREGOR GOFF, GENERAL COUNSEL, 
ACCOMPANIED BY HYDE GILLETTE, ASSISTANT POSTMASTER 
GENERAL, AND EDMUND WALSH, ASSISTANT CONTROLLER, 
POST OFFICE DEPARTMENT 


Mr. Srans. Thank you, Mr. Chairman, and members of the com- 
mittee, I am very pleased to be able to appear here this morning in 
answer to your request to discuss with you the bill H. R. 5206. 

I am accompanied here by Mr. Abe Goff, the General Counsel of 
the Post Office Department; Mr. Hyde Gillette, the Assistant Post- 
master General, Bureau of Finance ; and Mr. Ed Walsh, Assistant 
Controller. 

This bill provides that the postal revenues be reimbursed from the 
general funds of the Treasury, for the public service or public welfare 
amounts involved in the carriage of mail of specific classes of users 
at free or reduced rates of postage, plus the excess cost of transporting 
foreign mail by foreign-flag air carriers. 

This proposed legislation is one of the few remaining items on our 
ee of placing the Department and its operations on a sound 

asis of accounting and reporting for the aggregate revenues and 
expenses of the postal service. For many years the Department’s 
financial reports have not fully or accurately reflected the costs and 
revenues of the postal service. 

Through the years various laws which provided either free or 
reduced rates of postage to certain categories of mail users were 
enacted by the Congress for the general welfare of the Nation. The 
loss of revenue or ‘‘price concessions” resulting from these services 
increase the postal deficit and are, we believe, in the nature of indenti- 
fiable subsidies. Because the services provided under these laws are 
for the general welfare and advance the programs of the Government 
generally, it is not believed practicable to charge any particular Gov- 
ernment agency for them. But neither should such services or sub- 
sidies be left in postal operations and thus increase the Department’s 
deficit, if we are to establish reliable financial reporting. On this 
principle, there is, I believe, no disagreement by anyone, especially 
when these financial reports ‘become the basis of eal cating revenue 
needs or changes in postage rates. 

This situation was recognized as long ago as 1930 when Congress 
passed the so-called Kelly law. This law requires the Post Office 
Department to report to the Secretary of the Treasury annually the 
amount of certain items of this general character included in postal 
costs. Among the deficiencies of the law, however, was the fact that 
it contained no provision for removing such items from postal figures 
or for reimbursing the Department for them. 

Since 1930, a number of events have transpired to make the Kelly 
law obsolete. The Department’s program has led to the following 
actions, for example: 

(1) In 1953 and 1956, the Congress, through this committee, 
passed legislation which provides that the Department be reim- 
bursed by agencies of the Government and the Congress for the 
penalty and franking privileges. 
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(2) In 1953, the Congress approved a reorganization plan which 
removed the subsidies paid to airlines from the budget of the 
Departmeni. 

In the meantime, other items of the character of those covered by 
the Kelly law, such as rate concessions to certain third-class users and 
low rates on books and films, have been created by new legislation. 

For these reasons, this bill would repeal the Kelly law and set up a 
new listing of public welfare items included in postal operations. It 
also provides that the Post Office Department shall be reimbursed for 
such items through appropriations which will be available to enable 
the Postmaster General to credit postal revenues at quarterly or other 
intervals with such amounts as he determines to be necessary to cover 
these public-welfare services. 

On January 11, 1955, President Eisenhower transmitted to the Con- 
gress a special message relating in part to postal rates and the financial 
policy for the Post Office Department. President Eisenhower said, in 
part: 

Certain services which are performed by the Post Office, such as those for the 
blind, are a part of general welfare services. The cost of such services should not 


be borne by users of the mails. Expenditures for them, and for services per- 
formed for the Government, should be identified and met by direct appropriation, 


That is the background of this bill. Now I would like to refer to 
Saeeerne items and the approximate amounts of money involved in 
each. 

Section 1 of the bill lists the laws authorizing free or reduced postal 
rates. 

The first item to be recovered by the Department under this bill 
relates to foreign airmail. Foreign air carriers hauling United States 
mail overseas are paid at the rate prescribed by the Universal Postal 
Union, which is in excess of the rate we pay our domestic carriers for 
similar services. The use of foreign carriers in certain instances is 
clearly in the interest of the United States since foreign countries in 
turn make extensive use of American carriers at the higher Universal 
Postal Union rate. The revenues which accrue to American carriers 
from the higher UPU rates are naturally reflected in reduced subsidy 
payments made by the Civil Aeronautics Board. 

The excess rate paid by the Post Office Department for use of 
foreign-flag ships, while desirable in the national interest, is not a cost 
which should be paid by postal patrons. In the fiscal year 1956 the 
excess cost amounted to $1,143,000. 

The CHarrman. That represents a figure that would be paid to 
domestic carriers; is that correct? 

Mr. Srans. That represents the saving we could accomplish if 
we did not use any foreign air carriers and used only American car- 
riers; yes. 

The second item to be recovered is the amount of expenditures in 
excess of revenues caused by low fourth-class postage rates for books 
and films. These low rates were provided by Congress in the acts of 
July 3, 1948, and July 20, 1953. The less-than-cost rate for books is 
8 cents for the first pound or fraction thereof and 4 cents for each ad- 
ditional pound. 

A still lower rate applies to books sent by public libraries, organiza- 
tions, or associations, not organized for profit, to individuals, or when 
returned by them to the libraries. The rate for this type of mailing is 
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4 cents for the first pound or fraction thereof and 1 cent for each addi- 
tional pound. 

Also falling within this latter group are 16-millimeter films, film 
strips, transparencies and slides for projection, microfilms, sound 
recordings, and catalogs of such material when sent to or from schools, 
colleges, universities, or public libraries, or religious, educational, 
scientific, philanthropic, agricultural, labor, veterans, or fraternal 
associations not organized for profit. 

The loss on all these types of fourth-class mailings in the fiscal vear 
1956 is estimated at $14,928,000. In contrast, parcel post—which is 
the large part of fourth-class mail—is required by law to pay its way. 

The Cuatrman. You have a breakdown of each one of thoas specific 
items in this category, do you? 

Mr. Srans. Yes, sir; we have that. I would like to give it to you 
later, because Mr. Walsh will get the figures while I proceed. 

The CHarrMan. All right. 

Mr. Stans. Also covered by this bill is the loss sustained by carry- 
ing mail for certain privileged classes of users at less than the regular 
rates paid generally by others for the same classes of mail. These 
items include the following, and I have identified them by numbers 
according to the numbers by which they are identified in the bill: 

Items 1 and 11: The svecial second-class rate of 1% cents per pound 
provided by the act of February 28; 1925, for religious, educational, 
scientific, philanthropic, agricultural, labor, and fraternal organiza- 
tions of a nonprofit character, for their newspaper or periodical mail. 
This rate was continued and extended to cover veterans’ organizations 
and classroom publications by the act of October 30, 1951. Theesti- 
mated loss of revenue resulting from the transmission of these materials 
at less than the regular rates paid by other mailers was $2,263,000 in 
1956. 

Item 3: The free-in-county mailing privileges for second-cless pub- 
lications. The estimated annual loss of revenue in this instence, as 
compared to the county rates that would otherwise have applied, was 
$839,000 in 1956. 

Items 4 and 8: The free or reduced rates of postage on certain 
matter mailed to or by the blind. The estimated reduction of revenue 
on these was $962,000 in 1956. 

Item 12: The special third-class rate for nonprofit organizations of 
the eight categories which also receive low second-class rates. This 
resulted in a loss of revenue of $5,990,000 in 1956. 

Items 2, 5, 6, 7, 9, and 10 cover the revenue losses sustained by the 
free transmission of official or franked mail for the Pan American 
Union, Pan American Diplomatic Corps, the Pan American Sanitary 
Bureau, and widows of Presidents. The estimated loss of revenue on 
these mailings was $259,000 in 1956. 

Item 13 covers the loss of revenue under the Federal Votine Assist- 
ance Act of 1955. Applications for absentee ballots and the ballots 
pass through the mails free. As yet we have no estimate on the 
amount of unrecovered revenue. 

The total for all these items in 1956 was $26,384,000, plus the 
revenue loss on absentee ballots, which is still to be determined, but 
it is not very large. 

That generally completes the description of this bill and its effect. 
As I have previously said, it is one of the few remaining actions needed 


89288—57——2 
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to place the Department on a sound basis of accounting and reporting 
for the aggregate revenues and expenses of the postal service. The 
bill is consistent with the statement of postal policy in the postage rate 
bill, H. R. 11380, passed by the House last year, but it accomplishes 
its purpose independently of the enactment of any statement of rolicv, 

There are a few things I would like to mention which this bill 

urposely does not cover. It does not provide reimbursement to the 

epartment for the cost of performing certain services for the Civil 
Service Commission and the Department of the Treasury. These 
items are included in a separate legislative proposal which we have 
under consideration with those agencies at the present time. 

The Department also provides a number of other services for the 
general welfare. 

Mr. Gross. Mr. Chairman, at that point may I ask a question? 

The Cuarrman. Mr. Gross. 

Mr. Gross. Why are not these brought in at this time? 

Mr. Stans. Because they are of a different character. The items 
referred to in this bill are all services for the general public. The 
items that will be brought up in a separate bill are performed for other 
departments of the Government specifically. They will be brought 
in in @ separate bill. 

Mr. Gross. Is not the second-class mail, free-in-county, let me 
say—is not free-in-county held to be a service for the general public? 

Mr. Srans. For the general public; yes. 

That is my point. All the items in this bill are specially performed 
for members of the public. The items in the bill which we will bring 
up later are performed directly for agencies of the Government. 

Mr. Gorr. If I may say something, Mr. Gross: For instance, we 
hand out and give civil-service examinations for the Civil Service 
Commission and render services of that kind. We sell Internal Rev- 
enue stamps. 

Mr. Gross. Those are not necessarily mail services; are they? 

Mr. Gorr. No; it is not mail service. 

Mr. Stans. The Department also provides a number of other 
services for the general welfare. Among these are: Furnishing ad- 
dresses or rendering assistance in locating individuals for the Veter- 
ans’ Administration, Selective Service, Department of Health, Edu- 
cation, and Welfare, and other agencies of Government; the delivery 
of flags for burial services of veterans; distribution of income-tax 
blanks and printed instructions at information and service windows; 
the gathering of livestock and crop acreage data; and aiding housing 
authorities in making surveys of vacant housing units in selected 
areas. 

These services are rendered by the Department because its ma- 
chinery is available for rendering the services efficiently and eco- 
nomically. The costs involved for these services are small. In no 
one case does it amount to more than $25,000 a year and in most 
cases it is much less than that. The total cost of all such items would 
be less than $100,000 annually, and so long as the total is of such 
small proportions the Department does not believe it worth the cost 
accounting involved to ask that it be reimbursed for those services. 

The Cuarrman. Are there any questions? 

Mr. Gross. Mr. Chairman. 

The CuarrMan. Mr. Gross. 
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Mr. Gross. I am interested in these figures with respect to free-in- 
county. What was your figure on free-in-county; $839,000? 

Mr. Srans. Free-in-county is $839,000. 

Mr. Gross. And mailing to the blind $962,000. 

Mr. Stans. That is correct. Those are the differences, Mr. Gross, 
between what those people pay and what they would pay at regular 
rates if they did not have these specific exemptions in the law. 

Mr. Gross. |] am surprised that the free-in-county does not exceed— 
are you sure that figure is correct? 

Mr. Srans. Yes, I am, sir, because the regular county rate is a very 
low rate also. And if they paid postage—the publishers who are get- 
ting now a free-in-county rate—they would only pay $839,000. 

Mr. Ress. Will the gentleman yield right there? 

Mr. Gross. Yes. 

Mr. Russ. If they really paid the cost, would it not amount to 
something like $10 million or $12 million? 

Mr. Stans. If they paid the cost it would amount to about $14 
million. 

Mr. Gross. I want to ask about foreign air carriers. Are you 
speaking here entirely of airmail? 

Mr. Srans. Foreign airmail. 

Mr. Gross. Not mail carried on foreign-flag ships; vessels? 

Mr. Stans. Not on steamships; no. 

Mr. Gross. Is their rate higher than the American rate? 

Mr. Srans. Yes; because they are governed by the transit rates 
established by the Universal Postal Union, which are much higher 
than the rates that the Civil Aeronautics Board has fixed for our 
American carriers. We pay the foreign airlines more for carrying our 
mail than we would if we put it on American carriers. But it is a 
reciprocal arrangement in the sense that the foreign countries give in 
turn to American airlines some of their mail, and thereby reduce the 
subsidies that our Government would have to pay to our airlines. 

Mr. Gross. Of course, we pay for it both ways, do we not, or at 
least in part? 

Mr. Stans. I would say that, taken all the way around the circle, 
it comes out even. 

Mr. Gross. I mean that we are subsidizing their mail service by 
virtue of uncollectible loans, $4 billion loans, and so on and so forth. 
We are actually paying for it both ways. 

The Cuarrman. Mr. Lesinski. 

Mr. Lesinskt. Mr. Stans, on that subject, is-it not true that we 
have no airmail service, in respect to some parts of the world, and 
it is necessary to have foreign carriers? 

Mr. Srans. In some parts of the world; yes. 

Mr. Lestnsxt. What do you think their reciprocal service could 
do to take care of some of ours? 

Mr. Stans. We could carry the mail part way and transfer it to 
foreign lines in some cases, but in other cases it is more practical to 
put it on the foreign ships right in the United States and have it go 
to its destination. 

Mr. Lestnsx1. In other words, what you have reference to is the 
fact that we have no carriers all the way, so we start with the -mail 
here and it is perfectly all right? 

Mr. Srans. In certain cases; yes. 
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Mr. Luestnsxt. There is one point I would like to bring up, Mr. 
Chairman. 

I am not opposed to this bill, but I think it should be borne in mind 
by the committee that the funds that we transfer over would still 
be borne by the taxpayers for using mail. In this particular instance, 
we get the money from the taxpayers from the Federal Treasury. 

The thought I have in mind is this: That the more of this trans- 
ferring over we have, the less interest will be shown in bringing 
down the cost to the Department. For that reason, this might get 
out of hand eventually, because anything that is given free can be 
pushed to the advantage of the users. This is simply a means of 
achieving an end of trying to reduce the amount of the postal deficit 
as it stands, which has been done in the past. And your intent is to 
reduce your subsidies by the Federal Government, in the Department? 

Mr. Srans. I would like to say in answer to that, that for one 
thing, this bill will tend to bring into the open the amount of subsi- 
dies involved. That has an advantage in several respects, one of which 
is that the public knows the cost of concessions to people, which 
Congress gives, and, secondly, it clears the air in case of postage-rate 
hearings when sometimes there is a tendency on the part of some to 
believe that the amounts involved in these items are very much 
greater than they actually are. 

I do not think, sir, that eliminating these from the postal deficit 
will have any effect on the efforts of the Post Office Department to 
achieve efficiency, because, after all, these are very small elements in 
the overall operations of the Post Office Department, and the tail 
would certainly be wagging the dog if we allowed the fact that these 
items were removed from our expenses to influence our program with 
respect to our operations in total. 

Mr. Lesinsx1. What I had in mind is that it would becloud the 
cost of operation of the Department. 

Mr. Srans. On the contrary, sir, | would like to urge on you the 
feeling that this would result really for the first time in Post Office 
financial reports showing properly the true cost of carrying the mails 
for the general public. 

Mr. Lesinsk1. I do not want to belabor the point, Mr. Chairman, 
But the point that I am trying to bring out is that by bringing this 
into the open you have practical grounds against the people who, are 
opposed to certain increases in mail; which is correct, you have! to 
accept that fact. On the other hand, by the funds comimg out directly 
from the Federal Treasury, not from the post-office operation, there 
might be a chance, or, say, an opportunity for more people coming 
into the Department for handouts. 

Mr. Stans. Of course, it is within the jurisdiction of the Congress 
to determine who shall get the handouts. 

Mr. Lesryski. That is the point I want to bring out, not the point 
you are bringing out. 

Thank you, Mr. Chairman. 

The CHargMan. Mr. Corbett. 

Mr. Corsetrr. Thank you, Mr. Chairman. 

I want to congratulate the gentleman for introducing the bill and 
the Department for supporting it. 
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I think since January 1946 we have been arguing and trying to 
persuade and do everything possible to bring about such a change in 
accounting as this bill does, The Government should not levy charges 
against the users of the mail, when such charges result from govern- 
mental policy. That is the conflict we had on policy determination 
in the bill last year. 

I think over a period of time, with having eliminated penalty mail, 
franked mail, airline subsidies, and now these items, from the deficit, 
we are approaching a truer picture. I think that this bill is excellent. 
Of course, the gentleman knows that I would like to go even further 
and include items which are in not so clear a category of not being 
proper charges against the users of the mail as these items are. I do 
not want to take a lot of time on it here. 

When the Congress goes ahead and extends, as it has, postal serv- 
ices at calculated losses, what is the gentleman’s thought on those 
items? Should they be charged against the Post Office, or should 
they be charged against the Treasury? I know the gentleman’s 
opinion, but I am bringing: it out here to get the issue established. 

I will use, for example, rural free delivery. So we in our wisdom, 
or the lack thereof, decide that we are going to deliver mail into all 
the rural areas, that we are going to keep thousands and thousands of 
fourth-class offices open, despite the fact that they cannot possibly 
do anything but lose money. What does the gentleman think in that 
regard? 

Mr. Srans. I am glad you asked that, because that has come up 
a number of times whenever we have discussed public services in the 
Post Office Department. 

Last year that was discussed quite a bit in connection with the 
postal-rate hearings. We made some points then that I think are 
important to make here at this time, one of which is that the revenues 
that are generated in fourth-class post offices and on rural routes are 
no real measure for comparison with the cost of maintaining the fourth- 
class post offices or rural routes. 

Mr. Corserr, It is very indefinite and vague; is it not? 

Mr. Srans. Not in the sense that the amount of mail delivered 
through fourth-class post offices is many times the volume of the 
amount of mail that originates in fourth-class post offices. We pre- 
sented figures last year that showed that the postage value of the 
incoming and outgoing mail in fourth-class post offices exceeded sub- 
stantially the costs of operating the fourth-class offices. The same is 
true of rural routes. 

That does not mean that even in that sense they are operated at a 
profit, but the amount of loss would be really negligible, in our 
opinion, if you were to even consider—which we do not concede— 
that the loss on fourth-class post offices, properly calculated, is a 
public service. We think it is part of an integrated system of opera- 
tion and that the maintenance of a fourth-class office or rural route is 
not only for the benefit of the patrons who are served directly by it 
but for the benefit of everyone who uses the postal service. 

Mr. Corserr. Just in order to keep my position clear let me say: 
I have never at any time indicated that we should not have the rural 
free delivery, that we should not have the fourth-class post office. I 
have simply made the point from time to time that some portion of 
that loss ought to be charged as a matter of policy and service rather 
than all of it being charged, or most of it, to the users of the mail. 
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However, rather than continue that point, because it would confuse 
the situation here today, I would rather go back to my statement 
that I think this is an excellent step in the right direction. 

Mr. Stans. Thank you, sir. 

The Cuarrman. Mr. Porter. 

Mr. Portser. Mr. Chairman, I think, too, this is an excellent step 
in the right direction, and I think that separating costs and subsidies 
is something that needs to be done. But it does seem to me there 
is a glaring omission in this bill and I would like to know why it is 
omitted at this time. 

Certainly the large national magazines and newspapers are having a 
real subsidy. Why are they not included? All your reasoning applies 
to the big magazines that do not pay their way. It seems to me that 
they ought to be in this bill also because the amount of money that 
comes out of us, the taxpayers, in a subsidy to them, ought to be 
treated the same as these items. 

Mr. Srans. I would like to answer that in this way, Mr. Porter: 

This bill relates to what we have called in my statement ‘identified 
subsidies.”” They are subsidies that are specifically identified by the 
fact that certain categories of users are given lower rates than the 
general public in the same classes of mail. That identifies the fact 
that these are subsidies to those particular groups of people. 

When you get into the question of whether second-class mail or 
third-class mail, by reason of having low rates, are receiving the benefit 
of general subsidies to the entire class of mail, we think that is an 
entirely different question. ‘The Congress through the years, since it 
has never officially adopted a statement of postal policy, may well 
have decided that in terms of the value of the service or the value of 
the mail or other factors applicable in the pricing of rates of a public 
utility or operation of this type, that they are paying all that they 
should pay for what they get. 

We do not know whether the Congress intends the low second-class 
rates as subsidies, or whether they are the Congress’ idea of the appli- 
cation of the principles of pricing that are used in public utility 
operations. 

Mr. Porrer. But is it such a different question? You do, in your 
cost-ascertainment reports, figure out what the cost of transporting a 

articular class of mail is, so you know what the costs are and there- 
ore you know what we get in revenue. So there is a difference there. 
That difference represents something that the Congress has apparently 
decided should be given. For the purposes of clarity, referring to 
the same purposes that you talk about here, would it not be a good 
idea to identify that plainly for your accounting? 

Mr. Srans. Certainly it would be in the prerogative of the Congress 
to do that if it wanted to declare that some portion of the low second- 
class rates is a subsidy. But our p se was to bring before this 
committee the one specific category of identified subsidies representin 
ae concessions given to certain classes of users within the genera 
public. 

Mr. Porter. I just submit to you that this is the same principle. 

Mr. Corsert. Would the gentleman yield there? 

Mr. Porter. Surely. 

The Cuatrman. Mr. Corbett. 

Mr. Corsert. I only ask you to yield because we worked on this: 
matter of policy for 10 or 11 years, trying to identify those things in 
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the deficit which are properly chargeable against the other agencies of 
the Government or to the General Treasury because we, as the Con- 
gress, decided on a preferential rate for those particular items or de- 
cided that the Post Office should perform certain services. 

From this bill and other, similar bills, that have taken care of other 
items, we are coming closer to the picture of what is the loss to the 
Post Office resulting from the use of the mails by private individuals, 
Over the years, the difference between the cost of handling first. 
second, and third class has been added up in a deficit and there have 
been the arguments advanced, repeatedly and consistently, that all of 
those charges should be paid for by the users of the mail. The users 
of the mail have said, “‘Look, you have all kinds of items in the deficit 
that we are not at all responsible for, such as the airline subsidies. 
You are not going to make us pay for those when you sit down there 
and pass a policy.” 

So the purpose of this bill and similar bills is to clarify the situation 
so that when we do look at the deficit we are looking at a deficit that 
is caused 100 percent, by the users of the mail. 

Is that substantially correct, Mr. Stans? 

Mr. Stans. I would say that states it very well. 

Mr. Corsert. If the gentleman wants to pursue his point, let 
me state: Where there is a difference between cost and revenue to 
second or third class, that. does show up in the cost accounting, it 
shows up in the deficit, and then you are into the argument as to 
what portion of that you want to add back on to the users of the 
mail and what portion of it should be continued as a deficit. 

I believe that the gentleman is somewhat in confusion in wanting 
to put it into this bill. If the gentleman wants to show it, he should 
be for the Lesinski amendment, to increase the costs on it enough to 
cover that deficit, or to show the deficit specifically in dollars and 
cents. 

Mr. Lesinsx1. I did not say that, Mr. Corbett. 

Mr. Porrrr. Thank you, Mr. Corbett. 

I certainly agree with this bill. It just seems to me that if we are 
trying to get clarity in separating costs from subsidy we ought to 
go into the next step, which is to include a sum of money. 

The CuarrmMan. Would it not be to make the proper increase in 
second-class mail? 

Mr. Corsert. This is to try to get a true picture of the deficit 
resulting from use of the facilities of the Post Office, and these things 
were included in there which never should have been over the years. 

Mr. Porter. I say let us go to the next stage, which is far more 
important. 

Mr. JowAnsen. Will the gentleman yield? 

Mr. Porter. Yes. 

The CuarrMan. Mr. Johansen. 

Mr. JoHANsEN. I wonder if the answer to Mr. Porter’s question is 
in substance that even the Lord took 6 days to make everything. 
Now, this is one stage in the process of creation; maybe there will 
be another day in the week when we can do something more. 

Mr. Porter. I will pray for it. 

Mr. Lesrnskr. You say that philanthropic organizations come under 
your bill. Does this also include advertising for these groups? 








12 ESTIMATE EXPENSES AND LOSSES OF P. 0. DEPARTMENT 


Mr. Stans. Yes. Those groups receive the benefit of special low 
third-class rates, below those paid by profitmaking organizations. 

Mr. Lusinsxi. Was it not the intent of Congress to allow the pub- 
lications to use the mails at those rates only if they did not contain 
advertising? 

Mr. Stans. No. The Congress specifically gave them exemption 
from some of the third-class rates. 

4 Mr. Lestnsxkt. In other words, they can advertise on the low rates 
so? 

Mr. Stans. That is right. 

Mr. Corsert. Just a minute there, at that point. 

These organizations cannot sell advertising; otherwise they become 
profitmaking, do they not? 

I mean the exemption we gave them on the third class was for 
meeting notices and that sort of thing. 

Mr. Srans. And also for the sending of small items of merchan- 
dise through the mail and so on. 

Mrs. Prost. Mr. Chairman. 

The CaarrMan. Mrs. Pfost. 

Mrs. Prost. I would like to refer vou, Mr. Stans, to the bottom of 
page 5 of your statement where you say ‘Item 13 covers the loss of 
revenue under the Federal Voting Assistance Act of 1955’’; is this the 
military use entirely, or to what class does this refer? 

Mr. Srans. All absentee ballots from the—— 

Mrs. Prost. Do you mean that I would be able to write to my 
State of Idaho for an absentee ballot, and could have it sent out to 
me without postage? 

Mr. Srans. I will ask counsel on that. 

Mr. Gorr. It is just military and those subject to military law. 
There are some civilians in foreign places under military control that 
are permitted to use it. But it covers, Mrs. Pfost, only those in the 
military service. 

Mrs. Prost. Thank you. 

Mr. Regs. Are they charged to the Defense Department, or not? 
I guess not. 

Mr. Gorr. I think as a matter of policy we would not feel it is defense. 
They are doing their civic duty as citizens. 

Mrs. Prost. Mr. Chairman, I would also like to inquire of Mr. 
Stans relative to the paragraph on page 5 which refers to widows of 
Presidents and others using franked mail. To which department do 
you think the cost of the franked mail of the widows of Presidents 
should be charged? Where do you think that charge rightfully 
belongs, if it is not a charge against the mail service? 

Mr. Stans. We do not think it should be charged to any other 
department. We think it is a matter of the public welfare. But it 
also should not be charged to the users of the regular mails. 

Mr. Corsert. In other words, the Treasury has got to pay for it. 

Mr. Stans. That is what this bill would accomplish. 

Mrs. Prost. The free-in-county mail privilege, is that confined 
entirely to newspapers, or is there some other class of mail in that 
category? 

Mr. Srans. Any second-class mail. If there were local magazines 
that fit the category, they would go also. 
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Mrs. Prost. Completely free? 

Mr. Stans. Yes. 

Mrs. Prost. Within the county? 

Mr. Stans. Yes. ; 

Mrs, Prost. Whether it is educational, church, advertising, etc.? 

Mr. Srans. Regardless of classification. 

Mrs. Prost. It does go now free within the county? 

Mr. Srans. That is right. 

Mrs. Prost. Thank you. 

Thank you, Mr. Chairman. 

The CuarrMan. Mr, Corbett. 

Mr. Corsett. I will make this brief. 

We have one real problem here. You are showing these savings as 
the difference between present rates and the rates that should oo 
been charged. 

Mr. Stans. That would otherwise have been charged. 

Mr. Corserr. When you get into the deficit actually to show it, 
you show the deficit between actual cost of handling and revenue. 
Why would not these savings reflect not merely the difference between 
costs charges, but also the subsidy that is in there? Why would they 
not show the whole thing? 

Mr. Srans. I think there are two reasons for that. One is that this 
is an attempt to identify what might be called a price concession to 
certain categories of users. The amount of the price concession as 
a what they would pay if they were treated as part of the general 
public. 

Mr. Corsert. I know you understand it, but I did not make it 
exactly clear. 

However, when you come to the deficit you show the full loss, do 
you not, in your cost ascertainment and so on? 

Mr. Srans. Yes, we do. 

Mr. Corsert. When we, by policy, fix a preferential rate we are 
fixing that rate below the total cost of carrying it, not just below the 
present cost. 

In other words, if it should cost 4 cents to handle a piece of first-class 
mail, it does cost 3 cents, so we are letting the agency send the mail for 
2 cents. You are showing a saving of 1 cent per unit. But in your 
deficit you are showing a loss of 2 cents per unit in the deficit that is 
published. 

Now, why should you not show on this preferential mail and these 
services the total loss? 

Mr. Srans. I think what I just said is part of the answer to that. 
And the other part of the answer is that if we follow the theory you are 
advancing we would then be incorporating a combination of the 
identified subsidies that are provided for in this bill and the class 
subsidies that Mr. Porter referred to some time ago. But we would 
be measuring the class subsidy for only the part of the mail sent by 
these people who received the special concessions. 

We think if you are going to deal with the idea that second-class 
mail or third-class mail receives any general subsidies, that it ought 
to be dealt with in terms of the broad question as applied to all users, 

Mr. Corperr. Then we can agree this far: That in the event we 
increase postal rates in any or all categories, and if we held these prefer- 
ential rates at the same figure—then the amount of difference would 
have to be increased accordingly. 
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Mr. Srans. It would increase, that is correct. 

The Cuarrman. Mr. Cederberg. 

Mr. Ceperserc. On the bottom of page 4 of your statement, Mer. 
Stans, there appears the following statement: 

The loss on all these types of fourth-class mailings in the fiscal year 1956 is 
estimated at $14,928,000. 

Just as a matter of information, let me ask: When you compute your 
loss on fourth class and go to the Interstate Commerce Commission 
for an increase to cover the loss, as required by law, are you computing 
this $14,928,000 in that loss? 

Mr. Srans. No, we are not, because the loss that we go to the Inter- 
state Commerce Commission with is the loss only on parcel post and 
catalogs. 

Mr. Cepersera. The reason I brought that up is that someone 
might read this statement, and some parcel post users might say, 
“Now, here, as a user of fourth-class mail, we might be picking up the 
bill for this $14,928,000.” And I wanted the record to clearly show 
that that is not the case. 

Mr. Srans. You are correct. 

While we are on that, might I add the figures that the chairman 
asked for with respect to that $14,928,000. 

One million six hundred and seventy-two thousand dollars of that 
applies to the library books and the educational material that receives 
the special low rate of 4 cents for the first pound and 1 cent for each 
additional pound. The balance of $13,256,000 refers to the books 
and films that go at the rate of 8 cents for the first pound and 4 cents 
for each additional pound. 

Mr. JoHANSEN. Mr. Chairman. 

The Cuarrman. Mr. Johansen. 

Mr. JoHansEN. I have two questions, Mr. Stans, that I think it is 
desirable to have answered in the record. 

Are any of the types of costs we are talking about in this legislation, 
are they costs which are controllable in terms of efficient operation 
and so on? 

Mr. Srans. I am not sure that I understand the question. 

Mr. JoHansen. Are any of the costs that are being segregated and 
that it is proposed to charge against the Treasury rather than against 
the Post Office Department, are they items which fluctuate more or 
less in terms of the efficient operation and management of the Depart- 
ment? Are they controllable? 

Mr. Srans. No, they are not, in that sense. 

‘Actually, with the exception. of the foreign airmail rate, which is 
the first item in this bill, the amounts we are asking reimbursement for 
are actually not costs in that sense. They are postage-rate differ- 
entials, discounts. 

Mr. Jonansen. That eliminates probably the second question, 
which is: If they are controllable, does this shift j in accounting in any 


way involve the possibility of weakening of controls in terms of effi- 
ciency and so on? 

Mr. Srans. No. I would say that this bill would have no effect 
on any efforts to increase efficiency or reduce costs. 

The CHarrMaANn. Mr. Stans, there are several new members of our 
committee who are not familiar with your background and qualifica- 
tions. I wish you would state for the record and for the information 








ESTIMATE EXPENSES AND LOSSES OF P. 0. DEPARTMENT 15 


of the members of the committee something about your background 
and experience in accounting and so on. 

Mr. Stans. I received my education in accounting at Northwestern 
and Columbia Universities and became a certified public accountant 
in 1931. Since then I have been licensed as a certified public ac- 
countant in eight States. I became head of a firm of certified public 
accountants in 1933, which eventually had 15 offices in various cities 
of the United States. 

In 1954 I was elected president of the American Institute of Ac- 
countants and served in that capacity for a year. I have received 
awards from the two national organizations of accountants for out- 
standing service in that field. I have also had experience in industry 
as an officer and director of a number of business corporations. 

I think that describes the general qualifications. 

The CuatrMAN. How long have you been Deputy Postmaster 
General? 

Mr. Srans. I have been Deputy Postmaster General since October 
1, 1955, but I had served the Post Office Department and the Post- 
master General in 1953 and 1954 as a consultant in the financial 
reorganization of the Department. 

The Cuarrman. Are there any other questions of Mr. Stans? 

Does Mr. Walsh or Mr. Goff have any statement to make? 

Mr. Srans. No, there are no other statements. 

Mr. CuarrMan. If there are no other questions, I want to say 
thank you very much. 

The House will be in session and we will have to adjourn now, but 
first I would like to make a further statement to complete my remarks 
at the opening of this morning’s hearing. 

There is a regular program on the part of the Department to pro- 
duce more accurate and informative reports of the financial results of 
its operations. The airmail subsidy was separated from postal 
expenditures several years ago. The Department is reimbursed for 
transmission of official Government mail matter under Public Law 
286, 83d Congress. On the other side of the coin, Public Law 854, 
84th Congress, requires the Department to contribute 6% percent of 
payroll to the civil service retirement fund. Approval of H. R. 5206 
wil! clear up the final major area of costs now borne by the postal 
service which are not true postal costs, to carry out the purposes of 
this program for improved fiscal procedures and reporting. 

We will hold our executive session tomorrow morning. If there is 
nothing further at this time, we stand adjourned until 10 o’clock 
tomorrow morning. 

(Whereupon, at 10:55 a. m., the committee adjourned.) 
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